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Within its Terms of Reference, the Intelligence Working Croup 
( IbG) %J Xs responsible for i sat ion of economic 

data and analyses relevant to needs of the Economic Defense Advisory 
Committee (BDAO), fer reconnending to appropriate agencies collection 
requirements to fill specif ie gaps, and for providing 3DAC with 
reports and current intelligence* The following provides a report 


on X’.vG activities and accosrpl i shnent s during the past year and a 


statement of X’® problems and objectives. The wide ffftiiRI of IWS interests 
and activities is reflected in the list of cases (Tab A) formally placed 
before the X’fC during the period. 

II . JJjg, Activities and Accogml 1 sihnent s r, : jpl, 



Under this responsibility, the ViQ devoted attention to several 
specific problems in the economic defense f ieldj 


1. Soviet Financial Operations ; Hi--®® subgroup me organised, 
under chairmanship of a Treasury representative, on the subject of external 


2j The IWS was established at the request of the Director of Mutual 
Security and the Secretary of State, and with the approval of the 
Director of Central IndSlligence and the Secretary of Defense, Its 
Terras of Reference were approved by the XAC on 25 July 1952 (IAD-XM33/1, 
as amended) • For further details, see IWS/lt-13, “First A anal Progress 
Report of the 1W0*. . • \ 1 
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financial operations of the Soviet "bloc. This subgroup was asked to 
study and report upon the need for and the adequacy ot intelligence 
in this field. Its findings were incorporated in an M9 report of 11 
Harc3i 1954 which was furnished to the Sxecutive Committee of SDAC for 
appropriate action and to the 3 cc sonic Intelligence Committee for 
information* 

2, Soviet Qffers of Strategic Materials — Baring this period, 
the I'B was called upon by as 3D AC writing group to provide intelligence 
required at the policy planning levs! for an HSC deters! nation of US 
policy towards Soviet hlee offers ©f itrategie materials to the 'feet. 
Intelligence agencies were requested, throng the IWB, to appraise the 
significance of Soviet offers of manganese* chrome* pi at i nun and 
palladium. 

An I B report covering the Soviet bloc supply position in these 
metals* offers to the West* and an appraisal of Soviet intentions under- 
lying the offers was furnished to ilDAC . This paper i©.s suppl eraented "by 
one on Soviet offers of petroleum and petroleum products to the f ®st 
(see below). 

3. Soviet Petroleum Offers - Joint requests from OSB and 
IDA/mdAC forced the basis for an intensive CIA effort on this subject* 
Information was desired on the Soviet bloc petollema supply position, 
its refinery capacity and techniques* bloc transportation facilities, its 
offers of petroleum and petrcleun products to the West, and the intentions 


underlying these offers. A CIA-^roduced re* or t wss furbished EDiC for 
use in an overall analysis of the significance and implications of Soviet 


offers of strategic commodities to the West* 
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4. Soviet Cjpaaoaer Soerls Project - Baring the review period, 
the intelligence co -nn.nl ty in gner&l, including the IW, was called 
t^poa to provide guidance and information to appropriate Goveraaeat 
levels on the true ne&n’.Eg of the w Mew Course* in the domestic economies 
of the several countries of the Soviet bloc. From official Soviet 
pronouncement , it became apparent that increased supplies of consumers* 
goods were to be made available to the Soviet populace, both through 
domestic production and imports. Accordingly, the National Security 
Council and cognisant agencies were faced with the following probleat 
Shonld the ITS seek to exchange Co varment- owned perishable surplus 
agriculiurdL products on a barter basis with the USSt or its satellites 
in Surope in exchange for non-perishable materials needed by the US 
on some reasonable basis of price? 

CIA was requested to submit for SMC seaside atien a list of noa- 


strategic oc-nsuner goods having certain characteristics which wdLA make 


the* appropriate for licensing to the Snropeen sattUites to decrease 
the political and economic unity of the Soviet bloc, Through the aegi* 
of Ivfi, & QXk study on the availability of consumers* goods in the Soviet 
bloc was provided to the Executive Committee. It was the oonsennus of 
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Wm World, the Consultative Group ( G®) April 1954 agreed 

that it would he desirable to devote increased attention to a*sr changes 


in the tactics of the Soviet bloc in Bast-West trad® generally.. This 
airmail lance was deemed necessary to take account of developments likely 
to affect tiie operation of strategic export controls and to enable 
Heaters countries to counter Soviet economic sad political penetration* 

The IW& had anticipated the need for work in this field as mrly 
as September 1953 when consideration me given, to an interagency study 
oa the Sov& trade offensive* An IW5 case on "Pressed Study of Soviet 
Trade Activities and Tactics in Soa-COOOM Areas" ms drafted in that 
month* bat- work was not doauended due to the pre-occupation of member 
agencies with a related intelligence study, SIB 10-54* •Soviet Capabilities 
for ieononic warfare** The |WS* aware of the urgency of intelligence on 
tills subject, endeavored at intervals to elicit guidance from the 
Executive Commit tee as to Its intelligence requirements on this subject* 

The subject was considered at no less than seven meetings during the 
period September 1953 » June 1954, and a bibliography of forty-five 
articles on changing Soviet trade sA and economic policy ms circuit ted 
in lay 1954. 

These discussions in the Its, together with papers on various facets 
•f the Soviet trade problem prepared in State and MMC, served, as the 
basis of draft papers are ared for submission to GOOCH flSfemnt to the 
C5 agreement to discuss Soviet trade treads and tactics* IDAS has in- 
dicated that arrangements will be made through the IpS for preparation of 
additional papers on this subject for the fall session ©f COO®.* 

SxxxfetsS±±gs3iE* - 4 - 
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Collection .eitf Utilization 

Sttrlng the y ear, I-fr re-newsd Its efforts to establish a compre- 
hensive pattern of US Cover as eat requirements for the covert co3 '• notion 
of economic defense Indorsation, (See Tab 1), Proposed instructions 


25X1X4 


25X1 B 

1MC Executive Com! ties request for a statement of reoeiasendatloas for 
corrective action an the problems of inadequate priorities for the 
collection, and undue delay in the transr fssion, of economic defcss 
information (See Tab I for details). 
c * Reports 

Daring the year, tm produced eighteen studies (See Tab B), nine of 
tdxlch provided information to be used by ®5AC»JU*SEP structure in deterwining 
the strategic rating of specific coaedity items. To facilitate analysis 
of the best available intelligence, an I'O Cojsaodity Analysis ChcekXiet 
vjas prepared and dietribated for u«e by member agencies. This Checklist 
vas used as a guide in preparing intelligence contributions required in 
detern. ning the significance of specific ccrr.:cdltics to the Soviet -mx 
potential. Hew techniques were adopted for production. aH coordi ^fcion of 
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eomodity analyses (Tsfc S), Efforts were mie to obtain sore adequate 
military Intelligence for use In connection with the recent cospro- 
hens ire review ©f the international security control lists (Tab 5)« 

D» Ougrant Intelligence SuTpyjort. 

lv/& ha® continued to furnish SMC agencies isfcthyjfignf leant items 
ef currant intelligence <See fat C). In additien* current intelligence 
©a Bast-west tr&fte Aiver air n«r is "being provided by the Strategic 
Trade Branch This unit was established in response to the 

recffiSEendatlon of the IW for an intelligence unit v/ithln CIA to provide 
intelligence fer the implement.” tien and enforcement of free v ?crl& economic 
defease measures. Through these facilities a quantity of inform tion has 
been accumulated, analysed, and transmitted to action agencies, consisting 
of spot intelligence on diversion or other illegal procurements attempts, 
and collated analytical ease reports on transactions and/or firm-: and 
individuals participating in -uch transactions. 

T hru e g h its representative s on I T dl, the Office of Bavel Intelligence 
continued to contribute significant items of current economic defense 
intelligence to the XD&C. 

25X1 B 


Tab B. 

III. Ma.ler Problems and Objectives 
A. Status of Activity 

6 
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Etia tanpo of V® ae-ivity fluctuated widely drains the ref art 
pierod. fls* severs decline during the second adds? half of the ye ;*sr, 
xaSwrics reflected In the intlattoa of ©sly three cases tsampnreA to 
twenty during the Jtzly — December 1953 period, mn he traced primarily 
to the prMceo^atlen of amber agenei.es vith the security ISfc review. 

Fee problems, other than the list review, considered by SMC during this 
period were suitable for FWG. There were several instances, however, 

(such as the problem of differential control* between, the Saropcan Soviet 
bloc and Gessainist China) in which the I d} could have rendered intelligence 
support. In this particular ep.ae, CIA was called upon by the 3fer Eastern 
Economic Defense iforling Croup of SMC for direct support, rather than, 
a request being levied through eetaUiehed YM channels, Shis initiates 
a feeling on the part of 5MG that intelligence astpoori could be obtained, 
more quickly by direct levy on CIA, rather than through. I’dJ chaarels* 

It is suggested* however, that the basic deficiency lies not so nuch 
lm the F® aeaS»' iae as in the f^ct that intelligence research wiMn 
the HE Sovemaent is net oriented, in a Banner to provide a oulcih 
reckons# to the need’s of the eeonoalc defease pregra*. Beseareb is, 
rather, concentrated prissarily on denartaental intelligence needs and 
through the acdi*a of SIC, on long-range reesreh of cense* er mens. 

Another reflection of this deficiency of orientation and emphasis 
was revealed in the OF?/ State proposal (left *3J/lSC B-60 of 21 June 1954) 
that the Executive* Committee approve the undertaking of a research prog rm 
In the field of economic defen e during fiscal year 1955, Referenced 
mmor&rs&m outlines a progress for a. research staff in Oil designed to ' 
provide IMG with direct support I? both basic and current operatise 
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To stimulate the continued use of IH5 as the agreed nechaniss of 
intelligence support, special emr arles of T& activities were^jjahliahed 
ia January, If rch and Hay. These directed the attention of Y4& and 
Executive Comities fiaabere to specific problems of economic defense on 
Xihich 1'tJ had an .intelligence st^port responsibility* 

B * iZ&gg&ags JasjBafas. last 

'#ith the substantial completion of the security list review 
V the end of June 1954, 3S*C has indicated a renewed interest in the 
utilisation of Ib8 facilities. MHa Q Isas already requested the XUG tot 
recommend the eatablieha»n.t of suitable mechanims and surveillance 
techniques to trace the movement of those strategic iiama decontrolled 
during the CO0OK negotiations; neaemble and assess the adequacy of all 
intelligence contributions furnished the Joint derating Cessaitte© during 


the list review so as to sake available a *kamm uaivers®* of coamodity 


intelligence froia which further analysis can proceed; develop additional 


intelligence to the subject of Soviet trade trends and tactics as a 


25X1 B 


basis for preparation of papers to be submitted to the fall cession of 
C0CGM; and, review the problem of WAG requirements 
SBSS^SPSBulth a view to establishment of a central staff responsible 


fer as mhly and publication of each infora stion. Work is also required 


25X1 B 


of JBD is determining the adequacy of IntocSprimtlos of covert intelligence 
collet ors as to the hac&e objectives and requirements of the econcroie 


defense program* It is also likely tint IWJ will bs celled upon to 


inquire into the inislligenc® aspects of a national economic warfare plan. 


now being considered at the Executive level* 
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\ JifCv/B-lS 

' t'-OBe activities during the year ahead, ae dart ag the review period, 
Will he guided hy ISC 152/8, fhis stateatn cf US fioliejr la the ©coasHnie 
defease field placed increased earhasis on improving the ata liability aa ^- 
util isatien of current intelligence in matters relating to enforcement 
of free world controls, an? in developing ancillary measures to improve 
irapiemeatat ion and enforcement of agreed control systems, It is hoped 
that higher priority can he given by the intelligence agencies 1j* the 
coll eetion of intelligence required to Implement the task » outlined in 
ISC 152/2, and that IW and the IDAC can collaborate more Closely \1» 
fulfilling their respective ai salons in the field of economic dex^ssh* 


W 




\ \ 
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Tab B 

PIOBIMS OF COELSCflOiS AB? PmiUflOS 

ductl c n ,of ' J. & Heports 

A, *o nexittise intelligence supper t to the security list review 
which, occurred a ecaneeiiori irfth OOCOK ae^jot ;*.ti«>na, & nmr nroccAure 
ms adopted to supersede the -„revi. us ur reageiwmt. under which the Office 
of Iatorimtioml Trcde (later BFC) had a 2 surged responsible ity for 
combining intelligence contributions ii*> a vsxlovs agencies and writing 
a single paper containing teehni -al definitions,, intelligence am 
strategic rating raeoa.' • eodu tlons* This new procedure provided for the 
preparation within the I*«JG of a paper incorporating intelligence on Soviet 
bloc, uses, production capabilities and shortages, with a second paper 
eontdiedag technical inform tioa only being prepared ia 3FC, This 
procedure resulted in & a&rked improvement ia the. IWG- intelligence 
product and was utilized until the accelerated security list review 
aade iMr processing cf commodity papers iayracticable* 

B« During the recent Trilateral and C‘CCOK/0® review of the 
security lists, the following criteria were used in placing itecs on 
enbargoj i!at er lal c md eculpnent (l) designed specialty or used 
principally for develcp&snt, product ion or at ill sat lea of •\rrts, antimjU* 
tion, implements of '.car and atonic energy materials; (S) which scar- 
per ate advanced technology or unique knemhow, the acquisition of which 
ffley ref.sone.bty be estpeeted to remit &. significant advance in Soviet bloc 
technology in aiiltajy or atomic energy production over the level of 
development already achieved cr expected to 1© achieved within a short 
period; and* (3) in which the Soviet bloc has a deficiency which is 
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critical in relation to its military cap&billti&s and which it could not 
everoroae within a short period. An item. could be placed on international 
embargo only if eaa of the above criteria ware mat. It wa# essential, 
therefore, that inform' tics retting op the direct, or close indirect, 
Military application of p rtiewl r cwei^dtliff n' ho m\de availeble to the 
U.S. Delegation. 

fo elicit additional information of this nature, discussions were 
held between repr esentat ives cf the military services find the Oh-tirasa# 

XM, The results of these disese«io->« were not entirely satisfactory 
and revealed that departmental intelligence needs were accorded priority 
over economic defease needs at an especially critical time, 

0, A related problem in the prefect Sea of eoMw&ity analyses has 
been that of obtaining approval for release of information for ace in 
negotiations with foreign nationals* fhis problem applies to all 
intelligence, but w- rticnl.r difficulty is encountered is the esse of 
intelligence failing vithln the category of ^classified military infor- 
mation, rt A series of meet! a -s were held, therefore, with militriy 
members of the IW5 to discuss the application of $3%M£f,C policy governing 
the release of military infe-rret ion to foreign national#* It %mn agredd 
that each of the military intelligence ervices h s the authority in 
^ppliCf-tion of 2D-MICC policy' to permit release of the kind of ailitaxy 
i nf ottae: t icn generally found In I'M papers, Kxrthermore, such: inforsprtion. 
gnerally is of lew class! fict tie n and is, therefore, releasable* 

In light of this knowledge, an effort -ms Hade to acquaint military 
security officers with the facts that (1) the utilisation, cf ^classified 
ailifcxy information* is for the purpose of obtaining & -mid par© quo in \ 
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the fcna of restrict iowi on strategic exports, aM (2) inability to use 

such information would defeat the objectives of tjs ecosrmic defense 
poi icy,. 

B, It dercJtl^feA tihe year that r eeTyoneihil ity for 

production of V4S- studies fall principally ca CU (So -■< ale Defence 
Division, t with other rsenber jigencles Making eorr ••at or providing 
additional intelligence on a limited basis. Of the ei«*toen r» 

■studies completed during the review period, OTA initiated and cwoleted 
till rt eon. X» subgroups prep*, red three, with the reminder being joint 
i/roiixcts of CIA sad 018. bitten oowente on draft m report 

were received only from the J&A. and ASOIJF representatives, 

XI * l iL?*, forts ...tc Tner epse Intelligence 

5516 ^ ai Aamal Report of the r« related the efforts to- 

prepare a consol id- .ted set of reoulrements for collection cm S&frt-bbat 
tr.u@. I C uisc-tssioas revealed that an underlying omse for inadequate 
intelligence to serve the needs cf ime was (and continues to he) the 
lev priority assigned tc collection of this type of intelliganee ty 
covert collectors, fhis situation prevailed during the report period 
despite the establishment by the US on S August 1963 of a revised 
Priority nist of Critical Hatic.no?, Intelligence Objectives (IaO-B^so / a). 
Objective *>, 8 of this List could he used as the l-ds for an 
intensified effort to collect such tyre information, hut there is «* 
indication as yet that the intelligence agencies have done so. B-oroved 
intelligence collection is an urgent matter mu tern*, of the needs . f the 
enforcement program under ISC 152/3 for adequate art timely intelligence 


on diversions of strategic commodities to the Soviet bloc. Only if such 




benefits of decontrol to 'lie war uotentlrf of the s^-e v» 


